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SUBJECT:

{—__ This despatch sumnarizes and trensmits three oopies of the 1956 |
annual report of the YOLXSWAGENWERK GoloboHe, Wolfsburgo It 45 believed
that the report will Be of jnterest to the Pepariment of Commerce, both
because of the prasent controversy wi thin Germany over diaposition of
the firm and beoause of the increasingly important share of the U3
markst for Europsan cars which Volkswagen has wom during the past two
oy three yoarf.

In the calendar year 1956 West Geyman antomobile production for the
first time exceeded the 1 million figure. A% the pame time that Us
production was dropping 24,7 percant from the previocus record yesr, West
Germen production alimbed 18.4 percent %o a new $otal of 1,075,619 units.
This put West Germany in second place after 4he United States in woxld
sutomotive production.

Germany's largest single producer in 1956 (and the fourth largest
gutomoblle manufacturey in the worle) was Volkswagen whieh turned out &
total of 395,690 units~/with s labor force of 35,672 in three plante at
Wolfsburg (8l.3 percent), Hannover {13.9 percent) and Braunschweig
(4.8 percent), a1l in Niedersachsen. Whereas 1956 Volkswagen preduction
sversged 1,712 units per day, it had alresdy reached 2,000 wnits dsily
by July 1, 1957, and is expected to reach s daily aversge of 2,100 units
by yesr's end. The company estizates totsl production in 1957 will
amount to 458,000 units, and that the annual production celling of
500,000 units (with present plant facilities) will dbe reached in 1958,
7o achievs this maximum level of 500,000 wnits uslly, Volkswagen will
nowever reguire an ipvestment of D¥ i50 millie for new assembly lines,

» further automation of certain opersiicns and storage facilities. No nevw
puilding construction is contemplated during the next 18 months since
there is still some surplus plant space, especially in Hennover.

1/ of whioh 535,190 were passsnges 04T end 62,9500 transporters.

2/ One Deutsche Mark (DH) » US $0.238
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__ Total Yolkswagen turmover in 1956 ssounted ¢ DM 3..138,1“,}2?,‘,‘
_ & 23:8 parcent incresse over 1955. ‘

In 1956, Volkswagen exports of 217,683 vehioles were balanced
almest evenly between Burops and the rest af the werld, with the United
8%ates end Canada together secounting for 32 pareent ¢f the total.
Although sxports msy be expected t¢ ineremss fTurther Sduring 1957, the
rate of incrense may net egusl that shown betvesn 1955 and 1956. There
are several reasons for this, chief of which are (1) the gemerslly .
cautions attitude of the Volkswagen management to socnonic developuents

- threughout the werld, (2) 1ts scknewlsdgemsnt of imereased sompetition,
partioularly from British memufacturers, and (3) the entry of Gemeral
Hoter's swbsidiary OPEL into the US sazket. In addition, Volkswagen is
sxtremely sensitive to the attitude of American msuufacturers and has wo
presant intextien of waging sn sgzressive sales campaign in the United
States whioch might tend to induse American mamufacturers to seek limie
tations wpon imports of Europesn automobiles.

¥ith the prospect of raaghisg the productisn ceiling of 500,000
vehioles amnually within the mext yaar, the Volkswagen managenent is
slready giving thought to the problem of the future expsusion of PR~
duotion fasilities. It sesms safe %o &ssune that ne further expansion ,
vill be undertaken at the Wolfsburg site since the additional costs of
providing living quarters for workers inm this alunost wholly mewv ity
renders such plans teo costly to contemplate. It is therefore ikely
that sdditional plant facilities to put prodwotion ever the 500,000
unlt figure will be lecated nemr s lerge oity whore there is an adaquate
labor supply availeble and already heused. There is & good chance ihat
any new plant will be located in the Hasnover area since thers is a good
supply of akilled lader, transportation and howsing. On the o%her hand,
some serious thought 1s being given to losating nearer to a seaport
whiok weuld improve the chances of sither Hamburg or Bramsn. If the
decision sheuld de made to duild in op neax Hasburg ox Bremen, it ssems

- 1ikely that final fasenbly faeilities for all wehicles for export might
be loosted in such area. .

_ There have been no reeent developaents with regard 40 the chy
draft H111 for the disposition ef the Yolkswagen works, nor has therve
besn any recsnt pudlie disoussion of olains ¢f the State of Fieder-
‘sashasr to swanership of Volkewagen. It sesns likely that thiw matter
¥ill set again b# brought up before ide Fedornl elecifions of Jeptemder 15,
1987. Befere final Gtapositien of ths Volkswagen sssets ocan Ve nmade
(sither through the 1ssue of "Peapls‘s Shares® or by othexr means), the
oluim of the Biate of Nisdersachasn will have $o bs disposed of. The
Pressnt feeling swong Niedersachsen offiefals is that the Federal

I k94 | Inoluding nm Parts and motors for sgrioculéural use.
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“ood poveynment will be more than rilling to make a genervys settlomsnt for '

= 3he withdrawal of Niedersachsen's olaim. These officisls anticipate - ‘

- %hat swech e settlement will smcunt to about 25 percent of the prics the -
Federal goversment will receive for Volkswagen sseeis (if and whan asld).
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William Fs Gray :
Americsn Coneul
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Enolosures;

Three sopies of 1956 annual report
of Volkgwagenwerk GubH, Wolfsburg.

Distrivations

Origineal, mat and ocozy to Depsrtment

g Amenmbassy, LsCi, Bonn (2)

Amembassy, EsCPT,Boan (1)

Amembassy, EsEF, Bonn (1) ’
Ameongenss Bremen, Duesseldoxf, Frankfort, Munich, Stuttgart (1 sa.)
US Mission Berlin {1)

Amembassy, USRO/ECON, Paris (1)
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